SOUTHERN AFRICAN TRADE AND INVESTMENT SUMMIT
WINDHOEK COUNTRY CLUB RESORT
WINDHOEK, NAMIBIA
OCTOBER 9-11, 2000

“THE IMPACT AND SIGNIFICANCE OF THE AFRICAN GROWTH AND
OPPORTUNITY ACT”

Ambassador Susan G. Esserman
Deputy U.S. Trade Representative

October 11, 2000

| am very pleased to be herein Namibia at the International Herald Tribune Southern
Africa Trade and Investment Summit. Let me begin by saying that Presdent Clinton made
African development a centerpiece of U.S. economic policy when, in 1997, he announced a new
partnership for African economic growth. The depth of this commitment is reflected in histwo
trips to this continent. This commitment was codified and ingtitutiondized by the enactment this
year of thefirst U.S. trade bill for Africa, the African Growth and Opportunity Act (AGOA).
And just last week, Presdent Clinton took a mgjor step in implementing the law by designating
34 countries, including 10 SADC countries, asdigible for AGOA benefits

The Act ushersin anew era of trade relations with Africa. It elevates the importance of
our reationship with Africa, substantialy opens the American market to African goods, and
edablishes the highest leve palicy didogue with African nations.

Under AGOA, no other region in the world will have better accessto the U.S. market
than Africa, asde from a handful of countriesthat have Free Trade Agreements with the U.S.
The Act dramatically increases --by nearly two thousand products— the number of African

products digible to enter the U.S. market on a duty-free bagis. For the firgt time ever, certain



African gpparel productswill be accorded duty free treetment, giving African appard  exporters
an average 17.5 percent duty advantage over other suppliersto the U.S. market. More broadly,
AGOA’s duty free benefits give African bus nesses a competitive advantage over most of the
world's businessesin selling goods to the U.S. market.

Among other benefits, the Act provides for technica assstance to strengthen the trade
and investment regimes in African countries and establishes $500 million in equity and
infragtructure funds for Africa. The Act aso calsfor strengthening ties between African and
U.S. non-governmenta organizations, private sector firms as well as governments.

Because of dl of these advantages, the Act will have the potentid to increase
ggnificantly U.S. — African trade and invesment. Exportsof agricultural and manufacturing
goods and appard products could rise by hillions of dollars. These new exporters will need
increased labor, services and materids. The Act will dso stimulate new investment, generating
job cregtion, skills enhancement, and the transfer of new technologies to Africa- dl of which
will promote growth and development in Africa.

The Act presents an enormous opportunity to strengthen and diversify our trade
relationship with the countries of the SADC region. Expanded sdesto the U.S. resulting from
AGOA islikely to lead to greater trade among the SADC nations, as countries exporting
directly to the U.S. rely on their SADC neighbors for critical inputs.  Countries with efficient
port facilities will dso likely experience increased business activity as aresult of expanded trade
with the U.S.

There are two additiona implementation steps that the U.S. Government must undertake.

Fird, the President must designate additiona African products digible to receive duty free



treatment. We are hopeful that essentialy al products would be granted duty free trestment, but
final decisonswill be made by the end of this year.

Second, in order to be eigible for the apparel benefits, countries must develop an
effective visa system. This system is required to prevent what is known asillegd transhipment.-
that iswhen a country fasdy damsthat its product is made in an digible African country. In
devising these requirements, our Congress wanted to ensure that the benefits of the Act actudly
accrued to African countries and workers. With the completion of these two steps, the U.S.
Government will have finished the work necessary to permit African trade benefits to flow.

It isimportant to understand that AGOA offers opportunities, not guarantees. The
benefits that will accrue to each of the AGOA designated nations, including the SADC
beneficiary countries, will depend on whether African companies are prepared to take advantage
of the Act’s benefits. The U.S. market isa complex one, and it will be important, in some cases,
for African businessesto find the right U.S. partners who can help in tailloring products, assess
niche markets, identify sources of capital and understand the specific requirements of the U.S.
market.

It is dso important that African countries work with their private sectors to ensure that
they are aware of the Act’ s benefits and requirements. Indeed, a number of African
governments are working closdly with their private sectorsto thisend. The Office of the U.S.
Trade Representative and our embassies have been active in explaining the requirements and
benefits of AGOA to both governments and private sectors and we are prepared to assst in
whatever way we can. We intend to conduct a number of regiona seminars throughout Africain

the next few months for this purpose.



The Act has spurred companies to take a new look at Africa as alocation for investment,
and in fact, some companies have dready made investmentsin anticipation of the Act’s benefits.
The extent to which this new investment occurs, however, depends on a number of factors.

Chief among them is whether a country has created an enabling environment for
investment through, for example, adoption of market oriented economic policies, sound
regulatory policies, and transparent and predictable legd processes and investment in
telecommunications and other basic infrastructure. Indeed, the criteriafor digibility for the Act’s
benefits are designed to promote adoption of these paliciesin Africa

Another factor affecting investment with Africais the extent to which acompany seesits
investment creating opportunities throughout the region -- in other words, whether a company’s
investment in an African country serves as a base to sdll to the broader African market. Thus,
integration and the reduction of trade barriers between African countries will enhance Africa's
ability to attract investment. SADC' s launch this year of afree trade agreement is a postive step.
It isimportant that the integration efforts move forward as quickly as possible and that they
begin to address non-tariff barriers aswell. Regiond integration, the Africa Act and broader
participation in the world trading system are designed to create larger markets for countries
goods and clear and predictable rules, promoting commercid stability and ultimately spreading
more broadly the benefits of the globa economy to our peoples.

In sum, the Africa Act presents an unprecedented opportunity to strengthen and diversify
the U.S.-Africa trade relationship, promoting growth and development on the continent. U.S.
and African governments, together with their private sectors, should work in the spirit of
partnership in which the Africa Act was conceived to ensure that the promise and benefits of the

Act areredized.



Thank you.



